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SUBJFCT S '"VENEZUELA*S [UVALUATION--EFFECT GN TFE
SECONDMY OF COLOMBIAYS FRONTICER
le SUMMARYS THE DEVALUAT ION OF THE BOLIVAR 8Y
VENEZUELA HAS SOWN COAFUSION IN COMMERCIAL AND
' ‘BANKIRG CIRCLES IN THE ZONE ALONG COLOMBIA'S
BORDER WITH VENEZUFLA, 600,000 COLGMBIAN
GUEST WJORKERS IN VENF 2ULLA HAVE UNDE FGONE 3
RUQE 1.0SS OF EARNING FPGNER AND SOWME ARF LEAVING
BEFORE ANYTHING MORSE FAPPENS. THE FIMANCIAL
SECTC(Fy FIRMAEL BNO INFORMA Ly AWAITS THE COLQNFEIAMN
CEATFRAL BANK®*S REOPINING TR2DING IN BOLIVARE S
N THE TRADE FRONT e NHILFK SOME CONCERMN PFXISTS

; AMONC BARRAHQUILLA FXFORTERSe THT MAJOR IMPACT
HAS FEEN REGISTERED Ih CUCUTAe A LARGE FRONTIER
. CITY WHICH HAS ODRAWN MAJOR SUSTEHANCE FRQOM I7§
| SALES TO VISITING VENEZUELAN SHOPPERS. THT

| CLUTFING &ZNO FOGD SECTORS ARE BADLY HIT. WITH
| SALES AT A FRACTION OF FORMER LEVELS., BK AD HIC
| COMMISSION OF GOC VICE W INISTIRS HAS VISITED 7THE

| CITY YO FRAMFE VARIOUS I'MTRGENCY MFASURFES. THE

| TLONGER TERM OUTLOOKs HONEVERe IS FAVORABLE '€

i COLO*EIAYS FRONTIER #ERCHANTS. 34S VENFZUELANS.

| OXGEST THE IMPLICATIONS OF HIGH BIRTRAVEL

| COSTS TO MIAMI AND DFCIDP THAY COLOMBIN®S
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BORDER MARKETS ARF CHEAPER AFTER BllLe ND

SUNNEFRY

20 TWHEM VENFZUELE ZFEEZES, THE COLOMBIAN FROATIER

CATCHES COLO"™, WITH YHE FASTERN NFIGHBOR ACCOUNTING

FOR 43 PCY DF COLODMAIA'S EXPORYS (USD 320 MILLION

I 1S€29 3 TIMES THE EXPDRTS TO FHY SECOND

PLACE USA) THERE IS LITILY WOHDER THAT THE GLV*3

FREEZING OF FRES CONVERVABILITY UOF THE BOLIVAR

4ITH THE DOLLAR OGN FEFe 12 AND BUBSEQUENT DEw

VALUATION MEASURES HANVE HED A MAGHMIFIED &FFECY

ALONG COLOMBIA®S COMMERCIAL FRONTIER EXTENDING FROM

BARRANQUILLA THRQGUGH MAICAD, CUCUTE AND ARAUCH.

THE (HNCERTAIMTY OF Hn s THF VENFZUFLAEN MULTIPLY

EXCHINGE RATE woULD BE DEFINED AND 0F MHAT THE
CCOLOPEIAN CENTRAL BAHK®S REACTIVE MEASURES wLULD

BE HES LED TO NELR DISASTERGUS SHORT TERY EFFECTS

OH BORDER FIMENCIAL FLOMS, COLOMBIEN GUEST WORKERS,

AND ECRDER TRAOFRS. & RBECENT TRIP 7O CUCUTE ANC

DISCLESION WITH BEMKE RS, CHMMERICAL ASSOCIATICAS

AND VERCHANTS BOTH THERE AND TN BARRANQUILLE FIRM

THE BASIS OF THIS RIPCORY,.

3o FINANCIAL EFFECTSe=dHILE IMMEDIATELY AFTER

THE SUDDEN VEHEZUDLAN MPASURES THE MAJGRITY CF

THE INFORMAL U XCHANGE PARLORAS WOULD HOT TOUCH

RROLGS™ BT ANY PRICF, BY THE TIMI 2 WPEK MAS

DUT & STREEY ®ELY" RATE HAD WORKED QUT A7 10

(PREVEQUSLY 1643) PESCS TO THE BOLIVARe NOWe

A3 I% FORMER DAYSe RESTAURANTY BILLS IN CUCUTR

ARE ROUTINELY PRESENTED IN BROLIVLRES £8 WFLL 4%

THE NATIOMAL CURRENCY. ALTHOQUGH VENFZUFLACS

SOVEFNMEKT HAS PROMISED THAT THE BTTRACTIVE 4.2

T8 THE COLLAR EXCHAMGE RATE wiLL BE uSED TO

CXTENGUISH SHORT»YERM COMMFRCIAL DFBY OQUTSTANDING

AT THE TIME OF THE DFVALUATION, MANY BOROES

TRADEARS ANTICIPATEwm=ARD WITH REASON==THEY

COLLECT IMG AT 9.3 OM CFEBT CONTRECTED 4N

CONTRABAND GHN00S IS 2 LBST CAUSE. THE MaJOR

FINAKCIAL IMPACT 0F THE SUDDEN VENKFZUELAN mEssuaess

ON THEE FRONYIER REGICGNs HOMEVER, 7S BOT THE

DEVAILUATION ITSELFe BUT THE ERDING OF FRET

CONVERTABILITY OF THE BOLIVAR AND THI COLOMBIAN

CENTRAL BANKYS NATIONZL FIRST RFEACTION OF CEASING

F0 BLY QR SELL THE CURRENCY. BORDFR TRADERS IN

CUCUTA HAD BEEN USED 70 THND~RUNNING THPIR Qb

CUUNTRY®S CURRENCY CONTROLS BY TiKING THERR

LARNED BOLIVARES 7O VENEZUFLA 'S NIIGHBDRING

SAN ENTONIO DE TACHIRZ. TURNING THEM IN FOR COLLARS,

AND CEPOSITING THESE INTD MIAMY OR S¥ISS ACCLUATS,

HOT UNEXTECTEDLYs A BLACK MARKET IN DOLLARS IS

DEVELGPINGy 885 ALL~ANC~-SUNDRY FLT! NOT DXLY FROM

THE EOLIVAR BUT BLSO (TC A& FAR LESSER DEGREE)

FROM TEE PESO=~4ND HE (GF AGAINST 2 SUDDFHN B4R

&Y LEASY ACCELERATED COLOMBIAY DFVALUATION.

4e LMPLOYMENT EFFECTS==MORT CLEZRLY LFFFCTFD 8Y

THE FRQBABLY 88 PCT NBOP IN THE YALUF OF THEIR FA®HN.

THES ARE VENEZUFLAYS F00000 RESIOENT COLONBIAW

BUEST WORKERS AND THEIR FAMILIER. & DISPROPURTIONSTE

LIMETED SFFICIAL USE SECTION 02 5F 03 BARRANGUILL 0037

PORTION OF JHOM COME FROM THI FRONTIFR REGICN.

COHNFIDENTIAEL
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THE TERMINATION OF FREE CONVERTABILITY ZNO THE

JORKER®S CURRENT INRABILITY TO SEND BANK DRAFTIS T0

THEXR RELATIVES BACK AT HOMZ IS & REAL BLOWs SAYS

THE FEGIONAL MAMAGER OF THE VENCZUELAN-COLOMBIAN

DUNED BANCO TEQUENDAMA. WHOSE BARRANGUILLA BRANCY

USED TO CLEAR 15 OF THESE DRAFTS & DAYe THE SZLAD

DAYS FOR THESE EXPATRIATE WORKERSe«TWl CHARTER

JET-LOADS OF wHOM RETURVED YO VISIT BARRANQUILLA

FOR (HRISTMAS HOLIDAYS LAST YF8RecARE CLEADLY

QVER. VENSZUTLAYS 30 BRLIVAR DATLY MINIMUM $ACE

HAS SUNK IN VALUE FROM USHD 7400 TG ARGUND USC 4,20

AY THE EWMERGING FREE MARKET EXCHINGE RATE, (AT

USD 4470 EQUIVALENT, COLOMBIAS MINIMUM WAGE IS MOM

ACTUALLY HIGHER) THE FLMILIES FUAR THAET o AS IN

NIGERIAs VENEZUELAN SAUVEe QUI-PEUT MEASURES N2Y

FALL FIRST ON THEIR BRESD~WINNERS, 8uT

THE ECONOMIC FORCES OF THE DEVALUATION ARE ALREADY A1

WORK? IMMIGRATION OFFICIALS IN CUCUTA (COLOWRIATS

PRINCIPAL PORT OF ENTRY)s WHO HAD COUNTED 3648

DEPORTEES LASY YF3Rs AR’I NOW REBISTERING SOMF

19500 VOLUNTARILY DEPARTING COLOMBIZN WORKERS EACH

WEEKe UNEMPLOYMENT I& THE FROMTIFR ARFAS (11 PCT

FOR EARRAHQUILLA LAST DECTMBER) SEFMS HY ADED F(R

& RIfE.

Se TRADE=-FACING THE DRAP IN THE ACQUISITIVE

PGUER OF THE BOLIVAR. COLOMBIAN FXPORTERS CF BELF,

CLOTFINGs SUGARe CEMCRATe ETCe ARE BERVOUS, WITH

THE FEAR INCREASING IN IMVERSE PROPORTIGH TO THE

SI2C OF THE FIRM. GIANTS SUCH &5 THE SENTODONINGOs

ONNEC CEMENTOS DKL CARIBE IN BARRANGUILLA ARE FAIRLY

CQUANIMOUS ABOUT THE PROSPECTS OF THEIR PRLOUCT

BEXNG KEPT ON VENEZUFLA?S PREFERTNTIAL 443wf0sTHT -

OOLLFR ESSENTIAL IMPORTS LISTe AT THZ OTHER END

OF TFE SPECTRUM ARE THE THOUSANDS GF MICRG MERCH® ATS

AT MAICADS TEEMING "SAH ANDRESITOSY™ (CONTRAEAAD

ELECTRONEC GDOOS SHEPS) WHS FEAR VENFZUZLAN

AUTHCRITIES CRACKING OGWM ON THET PHAT OF THEIS

THE AEARBY BORDER.

6e TRADY IWPACT ON CUCUTA=~MOMEVER. 1T I3 TC CUCHTZ s

A CITY OF 350,000 OMLY 5 MINUTES FROM THE BORCER AND

DEBICATED YO » LIVELY BOROER TRADT IN CLOTHINGs SHOF S

TIRCS AND FRESH WMEAT AN) VEGETABLESe THET THE CONCERAS .

OF THE DOMINANT MERCHENTS GROUP HAVE ATTRACTEQD

HATICNAL ATTENTIOM. STYLING THEMSELVES &S THE

“SHOV WINDGM™ OF THE COLOUMBIAN APPARIL AND FOOTWEAR

INOUSTRYs THE RETAILERS OF THESE PRGDUCTS CLATW

A ORGP I¥ SALES OF UP 7D 90 PERCENT DUF TN TEE

DISAPPEARANCE OF WEEKENDING VENFZUELAM SHOPPERS.

THE BORDER REMAINS COMPLETELY DPEIN AND CARS,

PASSTNGERS AND BAGGAGE WHISK ACRNSS ITHOQUT EVEN

CURSCFY INSPECTIONT THY CUSTOMS FRONTIFRS

OF EFCH CGUNTRY &RE MILES A4AY. RIGHT RETER THF

DEVALUATION AND THE GCVIS FREFZING OF PRICES.

SHARF-EYED COLOMBIAN BUYEFRS RUSHED 4CROSS 7O SAN

ANTONIO TO SNAP UP CHFAP TVS AND BETAMZXES,

MERCHEANTS NOW HAVING SITHDRANN THEIR GDOOS FRCW

SALE GR RAISED THYIR PRICES ILLEGALLY, THIS SMALLTR

VENEZUELS N TOMN (STAFFED LARGELY BY FHONY=DQCUNENTED

COLOMEIANS) FOR THE MOMENT IS COMMERCIALLY OGRMANT,
CENFIDENTIEL
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f 7 TRADES SHORT TERM PROSPUCTS~«BACK IW CUCUTA

| THE NERCHANTS, OUTLET OF SONME 30 PERCENT OF

i COLOMBIA'S HIDDEN CLOTHING EXPORTS AND CAUGHY

1 IN THE SUDDEN PLUMMETING GF DEMAND FOR THEIR

| PCOMPERCIAL MONOCULTURE®"o AWAIY THE TRADETI (NELLY
| BUSTLING 4-DAY EASTER WELKEND (MARCH 30=APRIL 2dmw
| SEEING I7 AS THY BELLAETHER OF TIMES 70 COME,

| OTHERS IN THE LOCAL CFAMBER OF COMMERCE ANMD

| FENALCO (RETAILERS) GROUPS HAVE MITH THE GOVERNAR
| MARSERITA SILVA DE URIBE. ALREAOY SOUNDED THE

| TOCSIN ("SALES DOWN BY 75 PLRCENT®) AND ATTRACTED
| A HICH LEVEL COMMISSICN OF TRADE OFFICIALS BOTH.

| GOVEFAMENT AND PRIVATE T4 YHE CITY ON MARCH €

| TO HEAR THEIR PROPOSALS. THESE RANGE FROM SPECIAL
| CATS (TAX~REBAYE CERYIFICATES) FOR THE BORDER YRADI
| AND REQGPENING YHE BUYING GF BOLIVARS BY THE CERTRAL
| BANK. THROUGH ELIMINATION OF SALES T&X €§ PCY PUT
| SOMYIMES MURE) FRCM ALL FROGNTIER SALES AND SPECTAL
| LINES OF CREDITs YO TEN«YEAR TAX HOLIDAYS FGR NC W
| LOCAL INDUSTRIES.

| Ba TRAQOE: LONG TERM PROSPECTS»wuHETHFR QR NCY

| THE GUVERNMENT RESISTS YHESE QUICK-FIX ARTISTS, & LI
| LIKELY MATURAL CUTCOME TO THE FRONTIFRS TRAQT

| PROBLEM £PPEARS TG BE T44T OFFERED BY £ THOUGHTFUL

| LINITED DFFICIAL USE SECTION 03 0F 03 BARRANQUILLA 0097
| CUCUTE MPRCHENT, VIZ: AFTER THE VENEZUELANS FAVE

! DIGUSTED THE ECUMOMICS OF HIGHER RTRFARES YO & MORE

| EXPENSIVE MIAMI AND PANAMA (AND OEPENDING ON WEETHER.

| SPECIAL EXCHANGE-RATE TREATMENT IS ACCGROED YO THE

| ISLA MARGARITA RETATLERS)e THEY wILL DISCOVER THAY
l
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ARE NCW THE CHEAPER RLYERNATIVE SQURCE AND THEY
SHAOULLD RETURNe FUSSIBLY IN GREETER NUMPERS, TC DD
BUSIRESS ALOHG THY COLOMBIAN FRONTIER.COOLEY
Mynw .
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